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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  the  Secretary 

lOocket  Mo.  N-88-1886;  FR-2576] 

Unapproved  Collections  of 
Information;  Prepayment  of  a  HUD* 
Insured  Mortgage  by  an  Owner  of  Low 
income  Housing 

AGENCY;  Office  of  the  Secretary,  HUD. 
action:  Notice. 

SUMMARY:  This  notice  is  intended  to 
inform  the  public  that:  (1)  Certain 
information  collection  requirements 
contained  in  administrative  instructions 
issued  by  the  Department  on  the 
prepayment  of  mortgages  under  Subtitle 
B,  Title  II  of  the  Housing  and 
Community  Development  Act  of  1987, 
were  not  approved  by  the  Office  of 
Management  and  Budget  (OMB)  under 
the  Paperwork  Reduction  Act  of  1980. 
Consequently,  pending  OMB  approval, 
property  owners  are  not  required  to 
comply  with  these  information 
collection  requirements,  and  those 
owners  who  have  already  submitted 
such  documentation  as  part  of  their 
Plans  of  Action  may  request  its  return; 
and  (2)  because  the  Department 
considers  these  requirements  to  be 
critical  to  its  determination  of 
prepayment  eligibility  under  the  1987 
Act,  expedited  OMB  clearance  of  these 
information  collection  requirements  has 
been  requested.  However,  until  such 
time  as  OMB  approval  of  these 
requirements  is  obtained,  the 
Department  may  not  impose  a  penalty 
or  deny  a  benefit  to  a  property  owner 
for  failure  to  provide  this  information. 
ADDRESS:  Interested  persons  are  invited 
to  submit  comments  on  the  information 
collection  requirements  contained  in  this 
Notice  to  John  Allison,  OMB  Desk 
Officer,  Office  of  Management  and 
Budget,  New  Executive  Office  Building, 
Washington,  DC  20503;  and  to  the  HUD 
Rules  Docket  Clerk,  Office  of  General 
Counsel,  Room  10276,  451  Seventh  Street 
SW.,  Washington,  DC  20410.  Comments 
should  refer  to  the  proposal  by  name. 
FOR  FURTHER  INFORMATION  CONTACT: 
James  J.  Tahash,  Program  Planning 
Division,  Office  of  Multifamily 
Management,  Department  of  Housing 
and  Urban  Development,  451  Seventh 
Street  SW.,  Washington,  DC  20410-8000, 
telephone  (202)  426-3944.  (This  is  not  a 
toll  free  number). 

SUPPLEMENTARY  INFORMATION:  On  April 
5. 1988,  the  Department  published  an 
interim  rule  (53  FR  11224]  setting  forth 
the  procedures  governing  the 
prepayment  of  a  HUD-held  or  HUD- 


insured  multifamily  mortgage  by  an 
owner  of  eligible  low  income  housing. 

The  rule  was  precipitated  by  legislation 
contained  in  Title  II,  Subtitle  B  of  the 
Housing  and  Community  Development 
Act  of  1987,  Pub.  L.  100-242,  approved 
February  5, 1988  (1987  Act).  The 
information  collection  requirements 
contained  in  this  interim  rule  were 
approved  by  the  Office  of  Management 
and  Budget  (OMB)  under  the  Paperwork 
Reduction  Act  of  1980. 

Subsequently,  on  May  20  and  July  14, 
1988,  the  Department  issued 
administrative  guidance  pertaining  to 
the  requirement  in  the  interim  rule  that 
an  owner  file  a  Notice  of  Intent  to 
Prepay,  and  a  Plan  of  Action.  (These 
memoranda  are  published  in  their 
entirety  in  an  Appendix  to  this  Notice). 

In  order  to  assess  whether  a  project 
owner’s  request  for  prepayment  satisfies 
the  requirements  of  the  1987  AcL  the 
July  14, 1988  memorandum  asked  that 
owners  seeking  to  prepay  provide  more 
information  in  the  Plan  of  Action  than 
had  been  requested  in  the  interim  rule 
[see  Items  5  (a)  and  (b),  and  7-10  of  the 
July  14, 1988  memoranda).  These 
additional  requirements  were  not 
submitted  to  OMB  for  review  and 
approval  under  the  Paperwork 
Reduction  Act,  and  consequently  did  not 
display  an  approved  OMB  control 
number. 

In  addition,  the  Department's  May  20, 
1968  memorandum  included  a  sample 
form  entitled,  “Owner’s  Notice  of  Intent 
to  Prepay.’’  This  form,  although 
approved  by  OMB  under  the  Paperwork 
Reduction  Act,  failed  to  display  the 
approved  OMB  control  number  and 
expiration  date. 

On  October  5, 1988,  HUD 
representatives  met  with  officials  from 
OMB  to  discuss  these  unapproved 
information  collection  requirements.  As 
a  result  of  this  meeting,  the  following 
actions  were  agreed  to: 

1.  Property  owners  who  have  already 
submitted  a  Plan  of  Action  for  review 
under  the  1987  prepayment  legislation 
will  be  notified  by  HUD  that,  pending 
OMB  approval,  they  are  not  required  to 
submit  information  in  response  to  items 
5  (a)  and  (b)  and  7-10  contained  in  the 
July  14, 1988  memorandum,  and  that 
they  may  withdraw  such  information  if 
they  choose  to  do  so. 

2.  The  Department  is  submitting  to 
OMB  under  the  Paperwork  Reductimi 
Act  (44  U.S.C.  Chapter  35)  an  expedited 
request  for  approval  of  the  information 
collection  requirements  contained  in  the 
July  14, 1988  administrative  instructions. 
Because  of  the  statutory  60-day 
approval  deadline  for  prepayments 
under  the  1987  Act.  OMB  approval  of 


these  requirements  has  been  requested 
within  the  next  two  weeks. 

3.  The  public  is  advised  that  the  public 
reporting  burden  for  these  collections  of 
information  is  estimated  to  average  100 
hours  per  response,  including  the  time 
for  reviewing  instructions,  searching 
existing  data  sources,  gathering  and 
maintaining  the  data  needed,  and 
completing  and  reviewing  the  collection 
of  information. 

This  Notice  lists  the  folllowing 
information:  (1)  The  title  of  the 
information  collection  proposal;  (2)  the 
office  of  the  agency  to  collect  the 
information;  (3)  the  description  of  the 
need  for  the  information  and  its 
proposed  use;  (4)  the  agency  form 
number,  if  applicable;  (5)  what  members 
of  the  public  will  be  affected  by  the 
proposal;  (6)  how  frequently  information 
submissions  will  be  required;  (7)  an 
estimate  of  the  total  number  of  hours 
needed  to  prepare  the  information 
submission  including  number  of 
respondents,  frequency  of  response,  and 
hours  of  response;  (8)  whether  the 
proposal  is  new  or  an  extension, 
reinstatement,  or  revision  of  an 
information  collection  requirement;  and 
(9)  the  names  and  telephone  numbers  of 
an  agency  official  familiar  with  the 
proposal  and  of  the  OMB  Desk  Officer 
for  the  Department. 

Authority:  Section  3507  of  the  Paperwork 
Reduction  Act,  44  U.S.C.  3507;  Section  7(d)  of 
the  Department  of  Housing  and  Urban 
Development  Act,  42  U.S.C.  3535(d). 

Dated;  October  27, 1988. 

Samuel  R.  Pierce,  Jr., 

Secretary. 

Notice  of  Submission  of  Proposed 
Information  Collection  to  OMB 

Proposal:  Application  for  Prepayment  of 
a  HUD-Insured  Mortgage  by  an 
Owner  of  Low-Income  Housing 
Office:  Housing 
Description  of  the  Need  for  the 
Information  and  Its  Proposed  Use: 
This  infonnation  will  enable  the 
Department  to  make  an  adequate 
review,  analysis  and  determination 
that  a  given  Plan  of  Action  for 
prepayment  may  be  found  acceptable 
i.e.,  that  such  Plan  meets  the 
stam’ards  required  by  the  statute. 
Form  Number:  None 
Respondents:  Businesses  or  other  for- 
profit  organizations 

Frequency  of  Submission:  One-time  per 
project 
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Reporting  Burden: 

Number  Frequen-  Hours  Bur- 

of  cy  of  per  den 

respond-  response  response  _  hours 

ents  * - * - ~ - 

^  1  100  12,000 

Total  Estimated  Burden  Hours:  12,000 
Status:  Revision 

Contact:  James  J.  Tahash,  HUD,  (202) 
426-3944;  John  Allison.  OMB,  (202) 
395-6880 

Date:  October  27, 1988. 

Support  Statement  for  Final  Rule — 
Prepayment  of  a  HUD-Insured  Mortgage 
By  An  Owner  of  Low  Income  Housing 

1.  This  final  rule  sets  forth  HUD’s 
procedures  governing  the  prepayment  of 
an  insured  multifamily  mortgage  by  an 
owner  of  low  income  housing.  The  rule 
gives  regulatory  effect  to  legislative 
provisions  governing  prepayment  of 
HUD-insured  mortgages  that  are 
contained  in  Title  II  of  the  Housing  and 
Urban  Development  Act  of  1987,  entitled 
“Preservation  of  Low  Income  Housing.” 
Congress  enacted  these  provisions  as  an 
interim  measure  to  assure  that 
affordable  multifamily  housing  units  are 
preserved  to  the  maximum  extent 
practicable  for  lower-income  families, 
and  that  displacement  of  such  families 
is  minimized,  while  the  public  and 
private  sectors  work  together  to  find 
long  term  remedies  to  the  potential  loss 
of  affordable  housing. 

The  sections  of  this  legislation 
governing  prepayment,  and  the  final  rule 
will  be  replaced  two  years  after  the  date 
of  enactment  of  this  legislation,  but  will 
have  no  effect  on  action  taken  or 
authorized  prior  to  such  repeal. 

2.  In  enacting  Title  II,  “Preservation  of 
Low  Income  Housing,”  Congress  made  a 
number  of  findings  leading  to  the 
conclusion  that  these  interim  measures 
are  “needed  to  avoid  the  irreplaceable 
loss  of  low  income  housing  and 
irrevocable  displacement  of  current 
tenants.”  Congress  has  determined  that 
in  the  next  15  years,  more  than  330,000 
low  income  housing  units  insured  under 
section  221(d)(3)  and  236  of  the  National 
Housing  Act  could  be  lost  as  a  result  of 
the  termination  of  low  income 
affordability  restrictions,  and  that  in  the 


next  decade  more  than  465,000  low 
income  housing  units  produced  with 
assistance  under  Section  8  of  the  United 
States  Housing  Act  of  1937  could  be  lost 
as  a  result  of  the  expiration  of  the  rental 
assistance  contracts  executed  between 
project  owners  and  HUD. 

An  owner  of  eligible  low  income 
housing,  therefore,  will  no  longer  be  able 
to  prepay  a  mortgage  unless  the 
prepayment  is  first  approved  by  HUD. 
HUD  will  only  approve  a  prepayment  in 
accordance  with  an  acceptable  plan  of 
action  submitted  by  the  owner  that 
discusses  the  impact  of  the  proposed 
prepayment  on  the  future  use  of  the 
involved  units  and  on  the  lower  income 
tenants.  If  HUD  determines  that  a 
mortgage  cannot  be  prepaid,  it  can  still 
agree  to  give  the  owner  certain  financial 
incentives  to  keep  the  mortgage  in  place, 
provided  that  the  incentive  is  necessary 
to  provide  a  fair  return  on  the 
investment  of  the  owner,  is  cost 
effective  to  the  Federal  Government, 
and  meets  statutory  criteria  designed  to 
protect  tenants. 

If  the  project  owner  and  HUD  reach 
preliminary  agreement  on  the  terms  of  a 
plan  of  action,  the  owner  will  prepare  a 
summary  of  these  terms.  Upon  HUD’s 
approval  of  the  siunmary,  the  owner  will 
send  a  copy  of  the  summary  to  each 
tenant  in  the  project,  and  will  post  a 
copy  of  the  summary  in  each  occupied 
building  in  the  project.  The  summary 
will  notify  tenants  that  they  have  30 
calendar  days  to  submit  any  comments 
to  HUD  who  shall  take  such  comments 
into  account  before  giving  final  approval 
to  the  plan  of  action. 

This  new  rule  governing  prepayments 
reflects  provisions  mandated  by 
Congress  and  appears  in  a  new  part  of 
the  Code  of  Federal  Regulations,  24  CFR 
Part  248. 

3.  Information  is  submitted  on  a 
project-by-project  basis  with  no 
consideration  being  given  to  the  use  of 
improved  information  technology  to 
reduce  burdens.  Further  this  information 
collection  is  not  amenable  to  improved 
information  technology  because  it  is 
unique  to  the  projects  to  which  it 
applies.  This  final  rule  will  largely 
reflect  provisions  mandated  by  statute 


and  that  frequently  does  not  provide  for 
agency  discretion. 

4.  Each  submission  is  unique  to  a 
particular  project  and,  therefore,  the 
possibility  of  duplication  is  almost 
nonexistent.  In  reviewing  the  regulation, 
however,  we  are  assured  that  there  are 
no  unnecessary  duplications  therein. 

5.  Similar  information  that  can  be 
used  or  modified  is  not  available. 

6.  Not  applicable. 

7.  This  legislation  contains  a  provision 
for  the  repeal  of  this  same  section 
governing  prepayment  two  years  fi'om 
the  date  of  enactment  of  this  legislation, 
at  which  time  the  final  rule  will  also  be 
repealed.  Congress  enacted  these 
provisions  as  an  interim  measure  to 
assure  that  affordable  multifamily 
housing  units  are  preserved  to  the 
maximum  extent  practicable  for  lower- 
income  families,  and  that  displacement 
of  such  families  is  minimized,  while  the 
public  and  private  sectors  work  together 
to  find  long  term  responses  to  the 
potential  loss  of  affordable  housing.  The 
final  rule  largely  reflects  provisions 
mandated  by  statute  and  that  frequently 
does  not  provide  for  agency  discretion. 

8.  There  are  no  special  circiunstances 
requiring  the  collection  of  information 
that  is  inconsistent  with  the  guidelines 
in  5  CFR  1320.6 

9.  The  interim  rule  invited  interested 
persons  to  submit  comments  on  the 
procedures  governing  its 
implementation,  and  revised  its  final 
regulation  based  on  the  comments 
submitted.  The  Department  evaluated 
the  comments  in  an  effort  to  assist 
Congress  in  ultimately  establishing  long 
term  measures  for  assuring  the  existence 
of  an  adequate  supply  of  affordable  low- 
income  housing  units. 

10.  There  are  no  assurances  of 
confidentiality  provided  to  the 
respondents.  The  information  collected 
is  not  considered  confidential. 

11.  There  are  no  questions  being 
asked  that  are  of  a  sensitive  nature. 

12.  Estimates  of  annualized  cost  to  the 
Federal  Government  and  respondents.  It 
is  estimated  that  it  will  cost  the 
respondent  and  the  government 
approximately  $15.00  per  hour  including 
overhead  and  support  staff. 


Total 

re¬ 

sponses 

Hours/ 

re¬ 

sponse 

Cost/ 

hour 

Annual 

cost 

Respondents . 

Government . 

. . .  120 

. . .  120 

X  100 

X  40 

X  $15 
X  15 

=  $180,000 
=  72.000 

252.000 

13.  It  is  further  estimated  that  it  will 
take  each  project  owner  100  hours  to 


complete  all  of  fis  responsibilities  for 
each  project,  and  the  Federal 


Government  40  hours  to  complete  its 
responsibilities.  The  length  of  time 
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required  for  these  functions  is  based  on  Commis^oner  to  be  necessary  when  The  Department  must  review  the  Plan 

the  experience  of  Field  Office  staff  and  making  valid  e\'aluations  and  of  Action  for  form  and  content,  notify 

of  Headquarters  staff  who  had  determinations  to  meet  the  statutory  test  the  project  owner  of  any  deficiencies  in 

previously  worked  in  a  Field  Offfce.  for  prepayment  have  also  been  included  the  Plan  of  Action  along  with 

The  project  owner  will,  in  the  100  as  a  requirement  in  the  owner's  Plan  of  recommendations  to  correct  the 

hours  time  period,  file  a  Notice  of  Intent,  Action.  This  information  includes:  1.  A  deffciencies,  be  available  to  negotiate 

prepare  a  Plan  of  Action  that  includes  protection  plan  to  be  provided  by  the  terms  of  any  incentives  with  the  owner, 

all  of  the  information  required  by  HUD  owner  for  very  low,  low,  £ind  mc^erate  and  provide  incentives  where 

to  make  an  intelligent  and  valid  income  tenants  when  relocation  is  appropriate. 

evaluation,  make  necessary  revisions  to  necessary  (8  hours],  2.  an  independent  14.  This  information  collection  is  the 

the  Plan  of  Action,  and  negotiate  with  market  analysis  or  appraisal  of  the  area  result  of  the  implementation  of  new 

HUD  regarding  any  possible  incentives  providing  the  specific  information  statutory  requirements.  This  information 

extended  by  HUD.  The  time  and  requested  in  the  Plan  of  Action  (44  has  not  previously  been  collected  in  this 

expense  also  includes  notification  to  hours),  3.  project  operating  statements  (2  format.  While  it  is  estimated  that  297 

tenants  when  the  project  owner  and  hours),  4.  a  description  of  any  projects  will  be  eligible  for  prepayment 

HUD  have  reached  preliminary  outstanding  ffndings  of  noncompliance  by  the  end  of  1989,  the  Department  has 

agreement  on  the  terms  of  the  Plan  of  (2  hours),  and  5.  any  other  information  determined  that  only  25  percent  or  75 

Action,  and  the  cost  and  time  necessary  enabling  the  owner  to  show  that  the  projects  will  actually  prepay  at  attempt 

for  duplication,  mailing  and  posting  of  criteria  can  be  met  (4  hours).  to  prepay.  Being  cautious,  however,  this 

the  summary  of  the  agreement,  as  well  This  additional  60  hours  is  included  in  request  for  OMB  approval  indicates  that 
as  the  cost  and  time  involved  in  the  previously  mentioned  100  hours  40  percent  or  120  projects  will  prepay  or 

reviewing  any  comments  received.  necessary  to  complete  ail  of  the  project  attempt  to  prepay. 

In  addition  to  the  information  owner’s  responsibilities  for  each  project  15.  The  information  is  not  being 

specifically  required  by  the  regulation;  actually  prepaid,  or  where  there  is  an  collected  for  statistical  use  and  will  not 

further  information  determined  by  the  attempt  to  prepay.  be  published. 

Plan  of  Action— Tabulation  of  Annual  Reporting  Burden  Preservation  of  Low-Income  Housing— 24  CFR  Part  248 


Description  of  information  coHection/Applicable  program 
reference 

Number  of 
Respondents  * 

Resportses 

per 

Respondent 

Total  Annual 
R^jXirtses  " 

Hours  per  _ 

response 

Total  Hours 

A  protection  plan  provided  by  tbe  owr>er  for  very  low,  low  arxi 
moderate  income  tenarrts: 

a.  when  relocation  necessary  _  _  . . 

120 

1 

120 

4 

480 

b.  to  maintain  current  rent  sbucture .  . . 

120 

1 

120 

4 

480 

An  irKfeper)dent  market  analysis  or  appraisal  of  the  area 
providirrg  the  specific  inforrration  requested  in  the  Plan  of 
Action  . . . . . . . . 

120 

1 

120 

44 

5280 

Project  operatirtg  statement . . . . 

120 

1 

120 

2 

240 

A  description  of  outstarxiing  findings  of  nortcompNance . . . 

120 

1 

120 

2 

240 

Any  other  information  errabling  the  owner  to  show  that  the 
criteria  can  be  met . 

120 

1 

120 

4 

460 

60 

7200 

May  20. 1988. 

Memorandum  for :  All  Regional 
Administrators;  Directors  of 
Regional  Housing;  Managers, 
Category  A,  B  and  C  Offices; 
Directors,  Housing  Management 
Division;  Loan  Management  and 
Assisted  Housing  Management 
Branch  Chiefs;  Valuation  Branch 
Chiefs;  and  Area  Economic  and 
Market  Analysts. 

From:  Thomas  T.  Demery,  Assistant 
Secretary  for  Housing,  H. 

Subject:  Prepayment  of  HUD-Insured 
Mortgage  by  an  Owner  of  Low 
Income  Housing. 

A.  Purpose 

To  provide  guidance  and  direction 
addressing  the  criteria,  procedures  and 
time  frames  governing  the  prepayment 
of  a  muitifamily  mortgage  by  an  owner 
of  eligible  low-income  housing,  in 
accordance  with  the  provisions  of  the 


Housing  and  Community  Development 
Act  of  1987,  and  HUD’s  Interim  Rule, 
Prepayment  of  HUD-Insured  Mortgage 
by  an  Owner  of  Low-Income  Housing. 

B.  Background 

On  February  5, 1988,  The  President 
signed  the  Housing  and  Community 
Development  Act  of  1987.  Title  II, 

Subtitle  B  of  the  Act  entitled: 
“Preservation  of  Low-Income  Housing”, 
provides  that  an  owner  of  eligible  low- 
income  housing  is  precluded  from 
prepaying  the  mortgage  on  such  housing 
unless  first  approved  by  HUD.  It  further 
provides  that  HUD  cannot  approve  a 
prepayment  without  an  acceptable  “plan 
of  action”,  submitted  by  the  owner,  that 
dicusses  the  impact  of  such  proposed 
prepayment  on  the  future  use  of  the 
involved  housing  units  on  lower  income 
tenants.  This  legislation  also  contains  a 
provision  for  the  repeal  of  Subtitle  B  on 
February  5, 1990. 


Congress  enacted  these  provisions  as 
an  interim  measure  to  establish  criteria 
needed  to  avoid  the  irreplaceable  loss  of 
low-income  housing  and  the  irrevocable 
displacement  of  current  tenants,  while 
the  public  and  private  sectors  work 
together  to  find  long-term  respones  to 
the  potential  loss  of  affordable  housing. 

HUD  published  an  Interim  Rule  on 
April  5, 1988,  implementing  the 
legislative  provisions.  The  effective  date 
for  the  rule  is  May  20, 1988.  [Exhibit  1; 

53  FR  11224). 

C.  Dates 

Effective  Date:  May  20, 1988. 

Expiration  Date:  Febraury  5, 1990, 
except  for  certain  actions,  as  otherwise 
indicated  herein. 

D.  Applicability 

Eligible  Low  Income  Housing — 
housing  Hnanced  by  a  mortgage  that  is: 
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1.  Insured  or  Held  by  the 
Commissioner  under  Part  221(d)(3)  and 
assisted  under  Rent  Supplement  or  Part 
880,  881,  or  886; 

2.  Insured  or  Held  by  the 
Commissioner  imder  Part  221(d)(3) 

Below  Market  Interest  Rate; 

3.  Insured,  assisted,  or  Held  by  the 
Commissioner,  under  Part  236,  and 
subject  to  a  regulatory  agreement; 

4.  A  purchase  money  mortgage  held 
by  the  Commissioner  where, 
immediately  prior  to  HDD’s  acquisition, 
would  have  been  classified  under 
paragraphs  1,  2,  or  3  above; 

and 

Where,  by  regulation  or  contract  in 
effect  before  such  mortgage  is  or  [within 
one  year  from  the  date  of  the  owner's 
Notice  of  Intent  to  prepay]  would 
become  eligible  for  prepayment  without 
the  prior  approval  of  the  Commissioner. 

At  this  time,  HUD  will  not  accept  or 
process  Notices  of  Intent  or  Plans  of 
Action  for  projects  which  are  not 
eligible  to  prepay  by  February  4, 1990. 

E.  Program  Administration 
General 

HUD  will  approve  prepayment  of  an 
eligible  mortgage  where  the  owner 
,  provides  an  acceptable  “plan  of  action”, 
and  such  plan  is  approved  by  HUD. 

A  mortgagee  cannot  accept 
prepayment  without  HDD’s  prior 
approval.  To  do  so,  is  grounds  for 
administrative  action  and  legal 
remedies. 

HUD  may  consult  with  and  enter  into 
agreements  with  local  governments  to 
implement  Owners’  plans  of  action  and/ 
or  State  strategies  where  such  have 
been  found  acceptable  and  approved  by 
HUD. 


A  sequence  of  steps  and  actions 
involved  in  the  prepayment  of  a 
mortgage  is  set  forth  in  the  Prepayment 
Processing  Flow  Chart  {Exhibit  2).  Each 
of  these  steps  is  described  in  detail 
within  this  package,  with  instructions 
for  the  individual  processes  and  time 
frames  for  completion. 

Generally,  HUD  will  attempt  to  make 
a  final  determination  on  a  plan  of  action 
well  in  advance  of  the  required  300  days 
from  the  time  of  completion,  initial 
receipt. 

If  HUD  determines  that  a  mortgage 
cannot  be  prepaid,  HUD  may  agree  to 
certain  financial  incentives  to  keep  the 
mortgage  in  place  or  to  maintain  long¬ 
term  affordability  restrictions,  or  a 
combination  thereof. 

F.  Processing  Procedures 

Processing  criteria,  procedures,  and 
time  fi'ames,  are  included  herein  and 
presented  in  individual  packages, 
inclusive  of  form  letters  and 
notifications  for  easy  and  expeditious 
reference  and  application.  These  are 
identified  and  presented  as  follows: 


Action 

Reference 

ExhftHtS 

Exhibit  4> 

Exhibits' 
Exhibit  6' 

4.  Incentives  to  Extend  Low-Income 
Use. 

‘  These  are  not  attached:  they  will  be  forthcoming 
under  sepmate  cover. 


G.  Approval  Process 

Approval  of  a  plan  of  action;  a  State 
strategy;  incentives;  modifications  to 
Regulatory  Agreements  or  mortgages; 
and  any  final  agreements  implementing 
such,  up  to  and  including  prepayment  of 


a  mortgage  shall  be  made  by  HUD 
Headquarters. 

Headquarters  will  approve  and 
execute  such  final  agreements  based  on 
the  Field  Office’s  packaged  submission, 
which  shall  include  by  not  necessarily 
be  limited  to: 

1.  Review  and  analyses; 

2.  Consultations  between  HUD 
program  and  technical  disciplines,  local 
governments,  and  other  interested 
parties; 

3.  Sound  and  conclusive  findings  and 
supporting  documentatimi  from 
qualified,  independent  analyses, 
appraisals,  etc4  and 

4.  Recommendations  for  approval/ 
disapproval  decision 

H.  Comidiance 
Important 

These  instructions  are  effective  May 
20, 1988.  Upon  receipt.  Field  Offices 
must  immediately  act  to  follow  the 
procedures  outlined,  herein.  All  actions 
are  time-critical,  as  mandated  by 
statute. 

Loan  Management  Branch  Chiefs — 
immediately:  Forward  to  all  owners  of 
eligible  mortgages — Notice  of  Intent  to 
Prepay  Letter  and  Notice  (see  Exhibit  3) 

Once  this  has  been  accomplished, 
following  the  processing  procedure  and 
time  frames  as  set  forth  in  the  Exhibits 
for  the  appropriate  actions. 

If  you  have  questions  or  need  further 
clarification  or  guidance  with  respect  to 
this  memorandum  and  its  content, 
contact  your  Desk  Officer  in  the 
Management  Operations  Division, 
Office  of  Multifamily  Housing 
Management. 

BILLING  CODE  4210-33-M 


Exhibi 


PISEPflYMENT  PROCESSING  UNDER  THE  HOUSING 


V 


PIELO  OFFICE 
RECOHHENOS  COURSE  OF 
ACTION  AND  SUBHITS 

-PREPAYHENT-REQUEST - 

TO  HQ  11 TH  COPY  OF 
TRACKING  LOG 


(HUO  HQ] 
HAINTAINS  E 
UPDATES  LOG. 
ENSURES  HOUSING 
ACT  CQHPLIANCE 


CONSULT  tITH 
DEVELOPHENT.  REVIEt 
FIELD  OOCUHENTS. 
CONTINUE  LOG 


/ IHUO  HOI  \ 
^PROCESSING  E  > 
\  ANALYSIS  / 


IFIELO  OFFICE) 
RELAYS  NEGATIVE 
RESPONSE.  NO 
NEGOTIATIONS 


BILUNa  CODE  4210-32-C 


ubit  2 


SING  RNO  COHHUNITY  OEVELOPMENT  ACT  OF  1987 


RESUBMITS  TO 
FIELD  OFFICE 


FIELD  OFFICE  BEGINS 
TRACKING  PROCESS. 
CREATING  LOG 


/IFIELO  OFFICEl  / 

/  DEVELOPMENT.  /PLfW 

«/  LM,  AND  /-OF - 

/possibly  EMAD  /  ACTION 
'MAY  REVIEI  plan/ 


/  lOHNERl  X 
^  DECIDES  TO  ' 
CONTINUE  E  FILES 
S,  PLAN  OF 
X.  ACTION  > 


>^Y£S 
OPTIONS.  PLAN 
OF  ACTION.  AT 
OWNER’S 
DISCRETION 


FIELD  OFFICE  CONSULTS  FOR 
FINDINGS. IINCLUOIHG 
INCENTIVE^  AND  POSSIBLE 
TENANT  INPUT 


CSTATE/LXAL 
AGENCY 1  SEEKS 
TENANT  INPUT  IF 
PLAN  OF  ACTION 
RECEIVED 


TENANT 

INPUT 


STATE/LOCAL 

AGENCY 


lOINER) 
RELOCATES 
EXISTING 
TENANTS  PRIOR 
TO  PREPAYMENT 


IHUD  HOI 
PREPAYMENT! 
PROPERTY  REMOVED 
FROM  HUD 
PORTFOLIO 


IFIELO  OFFICEl 
PROTECTS  EXISTING 
TENANTS. 
(OWNERI 
RECORDS  DEED 


/IFIELON 
'  OFFICE) 
RESTRICTED 
^  DEED? 


'CHUO  HO)  X.YES 
PREPAYMENT  >— 
^  ALLOWED?  / 


IFIELO  OFFICE) 
RELAYS  NEGATIVE 
RESPONSE. 
BEGINS 
NEGOTIATIONS 


/IFiELOX, 
OFFICE) 
NEGOTIATE  •/ 
V  QtfCR? 


IFIELO  OFFICE) 
ADMINISTERS 
AGREEMENTS 


IHUD  HO)  \  YES 
APPROVES  >— 
AGREEMENT  / 


RETURN  UNACCEPTABLE 
■«3!?EE«NT-TO-FIELO- 
FOR  RENEGOTIATKSe 


I 


-  I 
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Exhibit  3 — Notice  of  Intent  to  Prepay 

Important — Loan  Management  Branch 
Chiefs: 

The  Rule  is  elective  May  20, 1988. 
Owners  have  been  aware  Aat  they  can 
give  Notice  beginning  on  that  date. 

Notice  and  Guidance  MUST  be 
provided  immediately  to  each  owner  of 
an  eligible  mortgage. 

There  are  three  (3)  attachments  to  this 
Exhibit: 

(1)  Form  Letter  to  Owners; 

(2)  Owners  Intent  to  Prepay;  and 

(3)  Eligible  Projects  list. 

These  have  been  provided  for  your 
use  in  giving  guidance  to  owners  and  for 
receipt  of  a  complete,  uniform  “Notice  of 
Intent  to  Prepay”  from  owners. 

The  eligible  projects  list  shows  those 
projects  which  have  been  identified  [by 
the  Field  Offices)  as  being  eligible  to 
prepay,  by  the  Rule’s  deHnition. 

A  Letter  is  to  be  sent  to  each  project 
owner  on  this  list. 

When  you  are  in  receipt  of  an 
Owner’s  Notice  of  Intent  to  Prepay: 

(1)  Review  for  completeness-^if  not 
complete,  return  with  explanation  of 
required  information); 

(2)  (if  complete)  go  to  next  step— /Van 
of  Action,  Exhibit  4. 

Note:  If  you  should  receive  a  Notice  of 
Intent  from  an  Owner  involving  a 
project  that  is  not  on  the  Eligible 
Projects  Lists: 

(1)  review  project  file  to  determine 
eligibility  status; 

(2)  confirm  status  with  HUD 
Headquarters,  Planning  and  Procedures 
Division,  FTS  426-3944 

(3)  take  action  as  directed  by  HUD 
Headquarters 

May  20. 1988. 

Re:  Notice  of  Intent  to  Prepay. 

Dear  Owner:  On  February  5, 1988,  the 
President  signed  the  Housing  and  Community 
Development  Act  of  1987.  Title  II,  Subtitle  B 
of  the  Act,  entitled:  “Preservation  of  Low- 
Income  Housing",  provides  that  an  owner  of 
eligible  low-income  housing  is  precluded 
from  prepaying  the  mortgage  on  such  housing 
unless  first  approved  by  HUD.  It  further 
provides  that  HUD  cannot  approve  a 
prepayment  without  an  acceptable  “plan  of 
action”,  submitted  by  the  owner,  that 
discusses  the  impact  of  such  proposed 
prepayment  on  the  future  use  of  the  involved 
housing  units  on  lower  income  tenants.  This 
legislation  also  contains  a  provision  for  the 
repeal  of  Subtitle  B  on  February  5, 1990. 

Congress  enacted  these  provisions  as  an 
interim  measure  to  establish  criteria  needed 
to  avoid  the  irreplaceable  loss  of  low-income 
housing  and  the  irrevocable  displacement  of 
current  tenants,  while  the  public  and  private 
sectors  work  together  to  find  long-term 
responses  to  the  potential  loss  of  affordable 
housing. 

HUD  published  an  interim  rule  on  April  5, 
1988,  implementing  the  legislative  provisions. 


The  rule  provides  that,  upon  the  effective 
date.  May  20, 1986,  an  owner  of  eligible  low- 
income  housing  who  wishes  to  prepay  the 
mortgage  or  to  change  the  terms  of  the 
mortgage  or  regulatory  agreement  shall  file  a 
“Notice  of  Intent", 

*11118  letter  is  to  inform  you  of  the 
requirements  in  the  case  that  you  should 
elect  to  seek  prepayment  or  to  negotiate 
changes  to  the  mortgage  or  regulatory 
agreement. 

The  enclosed  Notice  of  Intent  has  been 
developed  for  your  use  in  providing  Notice 
and  the  required  information  to  HUD. 

Owners  wishing  to  file  must  do  so 
simultaneously  to  three  places: 

(1)  HUD  Field  Office  in  jurisdiction  where 
the  project  is  located.  Attention:  Loan 
Management  Branch  Chief 

(2)  HUD  Headquarters,  U.S.  Department  of 
Housing  and  Urban  Development  Office  of 
Multifamily  Housing  Management.  Attention: 
Operations  Division,  Room  6164, 451  7th 
Street,  SW..  Washington,  DC  20410-8000 

(3)  Appropriate  State  or  local  government 
agency  in  jurisdiction  where  the  project  is 
located. 

The  Notice  of  Intent  MUST  provide  the 
following  information: 

(1)  Project  Name,  Number,  and  Location; 

(2)  Description  of  owner’s  plans  for  the 
project; 

(3)  Timetables  or  deadlines  for  actions  to 
be  taken; 

(4)  Reasonfs)  for  prepayment,  and/or 
Reasons(s]  for  change  in  terms  of  mortgage  or 
regulatory  agreement;  and 

(5)  Description  of  any  contacts  with  other 
government  agencies  or  other  interested 
parties  in  connection  with  the  Notice  of 
Intent. 

If  HUD  receives  your  Notice  of  Intent,  you 
will  be  sent  a  package  of  information  needed 
to  prepare  a  plan  of  action.  This  information 
will  tell  you  what  you  will  have  to  provide 
HUD  and  the  standards  and  criteria 
regarding  the  approval  of  a  plan  of  action 
which  would  result  in  prepayment  of  the 
mortgage  and  the  termination  of  the  low- 
income  affordability  restrictions. 

Also  included  will  be  a  list  of  various 
Federal  incentives  that  HUD  is  authorized  to 
negotiate  for  those  projects  where  a  plan  of 
action  involving  termination  of  the  low- 
income  affordability  restrictions  would  not 
be  approvable. 

Please  be  aware  that  HUD  plans  to 
approve  any  and  all  plans  of  action  where 
owners  meet  the  standards  and  criteria 
mandated  by  the  statute.  It  is  our  sincere 
wish  and  pledge  to  you  to  work  together  to 
negotiate  in  a  positive  and  cooperative  effort 
so  that  our  mutual  needs  and  considerations 
are  addressed  and  dealt  with  to  the 
maximum  extent  practicable. 

Sincerely, 

Thomas  T.  Demery, 

Assistant  Secretary. 

Intent  to  Prepay  Mortgage 

Important:  This  form  should  be 
completed  in  triplicate  and  submitted 
simultaneously  to;  (1)  HUD  Field  Office, 
(2)  HUD  Headquarters,  and  (3)  State 
and/or  local  agency(s). 


Project  name:  - 
Project  number. 
Project  address: 


Plans  fcM'  the  project 
(Pursuant  to  %  248Jni) 


Timetables  or  deadlines  for  proposed 
actions:  - 


Reasonfs)  for  prepayment:  - 

Reasonfs)  for  changing  mortgage 


Terms/regulatory  agreement:  - 

Descriptions  of  contacts  made  or  discussions 
which  have  been  held  with  other  government 
agencies  or  other  interested  parties  in 
connection  with  this  notice  of  intent? 


Additional  comments? - 


From: 

Owner  name:  - 
Owner  address: 


Owner  telephone:  - 

Public  reporting  burden  for  this 
collection  of  information  is  estimated  to 
average  8  hours  per  response,  including 
the  time  for  reviewing  instructions 
searching  existing  data  sources, 
gathering  and  maintaining  the  data 
needed,  and  completing  and  reviewing 
the  collection  of  information.  Send 
comments  regarding  this  burden 
estimate  or  any  other  aspect  of  this 
collection  of  information,  including 
suggestions  for  reducing  this  burden,  to 
Rules  Docket  Clerk,  Department  of 
Housing  and  Urban  Development,  Room 
10276.  451  7th  Street.  SW..  Washington. 
DC  20410;  and  to  the  Office  of 
Information  and  Regulatory  Affairs, 
Room  3001  Office  of  Management  and 
Budget,  Washington,  DC  20503. 

July  14. 1988. 

Memorandum  For:  All  Regional 
Administrators;  Directors  of  Regional 
Housing;  Managers.  Category  A,  B  and 
C  Offices;  Directors,  Housing 
Management  Division;  Loan 
Management  and  Assisted  Housing 
Management  Branch  Chiefs;  and 
Valuation  Branch  Chiefs 

From:  Thomas  T.  Demery,  Assistant 
Secretary  for  Housing,  H. 

Subject:  Prepayment  of  HUD-Insured 
Mortgage  by  an  Owner  of  Low  Income 
Housing — Exhibit  4 — Plan  of  Action. 


4S428 
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A.  Purpose:  To  provide  guidance  and 
direction  addressing  the  criteria, 
procedures  and  time  frames  governing 
the  Owner’s  Plan  of  Action  involving 
prepayment  of  a  HUD-insured  Mortgage 
by  an  Owner  of  Low  Income  Housing. 

B.  Background:  On  May  20, 1988,  the 
Department  issued  guidance  and 
direction  pertaining  to  prepayment  in 
general  and  specific,  step-by-step 
procedures  for  an  Owner’s  Notice  of 
Intent  to  prepay  a  multifamily  mortgage 
pursuant  to  'Title  II,  subtitled  B  of  the 
Housing  and  Community  Development 
Act  of  1987,  and  HUD’s  Interim  Rule 
implementing  these  legislative 
provisions.  You  were  also  advised  that 
further  direction  would  be  forthcoming, 
under  separate  cover,  addressing  other 
specific  actions. 

'This  transmits  Exhibit  4 — Plan  of 
Action  step-by-step  standards  and 
criteria,  and  time  frames  for  an  Owner’s 
Plan  of  Action; 

C.  Compliance:  Upon  receipt  of  an 
Owner’s  Notice  of  Intent,  Field  Offices 
must  act  to  follow  the  procedures 
outlined,  herein.  All  actions  are  time- 
critical,  as  mandated  by  statute. 

Note:  Notice  of  Intent  is  first  subject 
to  review  and  process  as  outlined  in  the 
May  20, 1988  Exhibit  3-Notice  of  Intent 
to  I^pay. 

If  you  have  questions  or  need  further 
clarification  or  guidance  with  respect  to 
this  Exhibit  and  its  content,  contact  Jim 
Tahash  or  Barbara  Hunter  in  the 
Planning  and  Procedures  Divisions,  on 
FTS  426-3944. 

Exhibit  4 — Plan  of  Action 

Important — ^Loan  Management  Branch 
Chiefs 

These  are  the  processing  instructions 
for  an  Owner’s  Plan  of  Action.  They 
have  been  written  for  Field  Office  use 
only. 

'There  are  three  (3)  attachments  to  this 
Exhibit: 

(1)  Form  Letter  to  Owners  (who  have 
given  Notice  of  Intent); 

(2)  Itemized  Time  Table;  and 

(3)  Standards  and  Criteria  for 
Approval  Involving  Termination  of 
Affordability  Restrictions. 

The  Form  Letter  to  Owners  and  the 
Standards  and  Criteria  for  Approval 
Involving  Termination  of  Affordability 
Restrictions  have  been  developed  for  • 
your  use  in  providing  Owners  with  the 
required  information.  Forward  these 
once  you  receive  a  Notice  of  Intent  to 
Prepay. 

General 

Upon  the  receipt  of  an  Owner’s  Notice 
of  Intent  of  Prepay,  :the  Owner  must  be 
forwarded  the  information  he/she  will 


need  to  prepare  a  Plan  of  Action.  'The 
criteria  and  standards  required  to  be 
addressed  in  the  Plan  of  Action  involve 
prepayment  of  a  mortgage  where  the 
low-income  affordability  restrictions  are 
terminated.  However,  in  the  case  where 
HUD  decides  that  a  Plan  of  Action 
involving  termination  of  the  low-income 
affordability  restrictions  would  not  be 
approvable,  HUD  can  offer  incentives  or 
consolations  to  extend  the  low-income 
use. 

There  are  five  (5)  possible  results  from 
HUD’s  review  and  evaluation  of  a  Plan 
of  Action: 

(1)  Prepayment  will  be  approved  and 
all  low  income  affordability  restrictions 
will  be  terminated — except  for  the 
protection  of  the  very  low,  low  and 
moderate  income  tenants  in-place; 

(2)  Prepayment  will  be  approved,  but 
owner  will  receive  incentives  to 
continue  use  of  the  project  as  low 
income  housing; 

(3)  Prepayment  will  not  be  approved, 
but  owner  receives  incentives  to 
maintain  the  project  as  low  and 
moderate  income  housing; 

(4)  Prepayment  will  not  be  approved, 
but  failing  to  reach  agreement  (within 
300  days]  on  a  negotiated  Plan  of 
Action,  HUD  and  the  Owner  will  agree 
on  a  package  of  incentives  and 
restrictions  which  would  modify  the 
regulatory  agreement;  or 

(5)  Prepayment  will  not  be  approved, 
and  no  incentives  will  be  offered. 

Any  and  all  Plans  of  Action  where  an 
owner  meets  the  standards  and  criteria 
mandated  by  statute  will  be  approved. 
Plans  of  Action  which  propose 
prepayment  and  termination  of 
affordability  restrictions  are  to  be 
analyzed  and  evaluated  in  accordance 
with  the  attached  Standards  and 
Criteria  for  Approval  Involving 
Termination  of  Low-Income 
Affordability  Restrictions. 

Any  Plans  of  Action  not  meeting  these 
criteria  may  be  considered  for 
prepayment  approval  with  restrictions; 
incentives  for  continuing  the  use  as  low 
and  moderate  income  housing;  etc.,  as 
listed  above.  Owner’s  must  submit  a 
Notice  of  Intent  to  prepay.  HUD  will  not 
intertain  a  project  that  deals  only  with  a 
request  for  incentives.  Incentives  will 
only  be  offered  where  the  project  has  a 
higher  and  better  use  than  low  income 
housing  and  where  the  Owner  has 
notified  HUD  of  their  Intent  to  Prepay.  A 
Plan  of  action  is  required  in  all  cases. 

The  Letter  to  Owners  and  Standards 
and  Criteria  have  been  developed  for 
providing  Owners  with  the  required 
information  and  standards.  This 
package  is  attached  and  is  to  be  sent  to 
an  Owner  who  has  submitted  a  Notice 
of  Intent  to  Prepay. 


Plan  of  Action 

Once  an  Owner  receives  this  package, 
he/she  must  prepare  to  meet  and 
respond  to  its  requirements.  No  further 
action  is  taken  by  the  Field  Office  until 
An  Owner  submits  the  completed  Plan 
of  Action.  At  that  point,  and  this  is  very 
important,  the  300  day  clock  begins — 
and  it  is  incumbent  upon  HUD  to  act 
and  document  its  actions  in  as  thorough 
and  expedient  a  manner  possible.  This 
Exhibit  explains  the  step-by-step 
processing  and  coordination  between 
the  Owner  and  HUD,  and  between  the 
multiple  factions  and  entities  within 
HUD.  It  is  very  important  to  follow  and 
track  these  processes  with  the  highest 
commitment  and  diligence  to  product 
and  time. 

Processing  Instructions 

1.  Receipt  of  Owners  Notice  of  Intent 
to  Prepay: 

Loan  Management  Branch 

(a)  Forward  to  Owner: 

(i)  Letter  to  Owner;  and 

(ii)  Plan  of  Action  Standards  and 
Criteria 

Note:  Insert  your  office  address  in  space  on 
Owner's  Letter  before  forwarding  to  Owner. 

(b)  Owner  starts  preparation  process. 

2.  Receipt  of  Owners  Plan  of  Action 
and  Creating  the  Tracking  Process: 

Loan  Management  Branch 

(a)  Review: 

Review  submission  for  completeness. 
All  descriptions,  analyses,  certifications, 
etc.  must  be  complete  so  that  adequate 
evaluations,  analyses,  and  findings  can 
be  made; 

(b)  Return: 

[If  not  complete,  or  more  information 
or  clarification  needed]  return  to  Owner, 
requesting  required  information;  or 

(c)  Establish  Tracking  Record: 

[If  complete,  no  additional 

information  or  clarification  needed] 
start  processing  and  tracking  record  by 
date  and  action. 

Note:  This  review  for  completeness  is  for 
form  and  not  substance,  and  should  be 
accomplished  ASAP  but  not  longer  than  five 
(5)  work  days  after  receipt;  ten  (10)  work 
days  if  written  response  to  owner  is 
necessary  to  request  additional  information 
or  clarification.  ■ 

Receipt  of  a  complete  Plan  of  Action 
starts  the  300  day  clock.  This  is  the  first 
action  and  date  recorded  and  tracked. 
This  tracking  record  will  follow  the 
process,  up  through  a  prepayment 
decision  at  HUD  Headquarters,  and  will 
be  an  important  part  of  the  formal 
project  docket.  It  is  important  to  keep 
this  record  updated  and  current, 
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tracking  all  actions  and  action  dates. 
Attached  to  these  instructions  is  an 
itemized  time  table  for  the  sequence  of 
actions.  The  Loan  Management  Branch 
is  the  responsible  point  for  coordinating, 
tracking,  and  recording  all  actions, 
maintaining  such  record,  and  the  contact 
point  with  Headquarters. 

(d)  Disseminate  Plan: 

After  this  recording,  individual  review 
and  analysis  begins.  Provide  a  copy  of 
the  Plan  of  Action  now  to  the  Valuation 
Branch,  the  Area  Economic  and  Market 
Analyst,  and  the  FH&EO  Division  for 
their  independent  review  and  analysis, 
simultaneously  with  the  Loan 
Management  Branch.  Provide  this 
through  written  transmission 
establishing  and  indicating  response 
time  frames,  leaving  Loan  Managment 
Branch  time  to  incorporate  and 
consolidate  the  various  reviews,  as 
appropriate. 

Note:  This  analysis  if  a  priority  work 
product.  The  Field  Office  has  60  days  from 
receipt  of  the  Owner’s  (complete)  Plan  to 
review,  identify  any  deficiencies,  and  obtain 
directive  from  Headquarters  and  alert 
Owner,  in  writing,  of  the  dehciencies  and 
how  Owner  could  revise  the  Plan  to  meet  the 
criteria  for  approval. 

3.  Review  and  Analyses  of  the  Plan  of 
Action: 

Note:  HUD  will  approve  a  Plan  of  Action 
and  Prepayment  where  Owners  meet  the 
standards  and  criteria  mandated  by  the 
statute,  and  as  soon  as  possible. 

Loan  Management  Branch/Valuation 
Branch/FH&EO  Division/Area 
Economic  and  Market  Analyst 

(a)  Analyze  and  verify  contents  of  the 
Plan  of  Action.  Confer  and  coordinate, 
as  appropriate,  to  accord  full  analytic 
evaluation  of  the  Plan  and  to  produce 
sound  Hndings.  The  Standards  and 
Criteria,  attached,  are  to  be  used  to 
review  and  analyze  the  Owner’s  Plan  of 
Action  and  to  make  findings  and 
recommendations  regarding  the  Owner’s 
submission. 

(b)  Make  Rndings. 

Field  OfHce  evaluation  and  findings 
should  substantiate  either 

(1)  Owner’s  Plan  of  Action  meets  the 
standards  and  criteria  for  prepayment 
and  termination  of  all  affordability 
restrictions  (except  protection  of  in- 
place  tenants),  and  does  not  need  any 
revision,  additional  information,  or 
additional  analysis — 

In  this  case,  skip  to  Section  6. 
Notification  Procedures  and  follow 
directions. 

or 

(2)  Owner's  Plan  of  Action  does  not 
meet  the  standards  and  criteria  but 
could  if  the  Owner  modified  the  Plan — 


In  this  case,  the  Field  Offices  will 
work  with  the  Owner  to  assist  in  getting 
information  and  developing  a  plan 
which  can  be  approved.  Refer  to  Section 
4  Notification  of  Deficiencies  and  follow 
directions. 

or 

(3)  Owner’s  Plan  of  Action  does  not 
meet  the  standards  and  criteria  and 
Owner  cannot  or  does  not  want  to  make 
the  necessary  revisions,  buL  instead,  to 
negotiate  for  incentives — 

In  this  case,  skip  to  Section  6. 
Notification  Procedures  and  follow 
directions: 

Note:  Incentives  will  only  be  offered  if  the 
property  has  a  higher  and  better  use,  as 
determined  and  shown  in  the  Plan  of  Action. 

(c)  Findings  of  deffciencies.  The 
ffnding  of  any  deficiencies  of  the  Plan 
which  would  prevent  the  Plan  from 
being  approved  MUST  be  sound, 
supported  with  justifications  and 
recommendations  or  suggestions  which 
will  allow  Headquarters  to  make  an 
expedient  and  proficient  review  and 
decision.  Where  there  are  no  conflicting 
findings  but  such  findings  and 
recommendations  cross  program  offices, 
the  Loan  Management  Branch  will  be 
responsible  for  consolidating  the 
findings  into  one  composite  package  and 
preparing  and  submitting  to 
Headquarters. 

Where  findings  and/or 
recommendations  to  make  the  Plan 
approvable  conflict  or  disagree: 

•  If  dissenting  viewpoint  or  opinion 
between  Loan  Management  Branch  and 
Valuation  Branch — the  Area  Manager 
will  be  the  final  Field  Office  decision 
point. 

•  If  dissenting  viewpoint  or  opinion 
from  either  FH&EO  or  Economic  and 
Market  Analyst,  (where  Loan 
Management  and  Valuation  Branch  do 
not  agree  or  support)  the  FH&EO  and/or 
Economic  and  Market  Analyst 
dissenting  opinion  is  to  be  included  in 
the  submission  to  Headquarters  with 
rationale  fi^m  Valuation  and/or  Loan 
Management  for  disagreement. 

4.  Notification  of  Deficiences. 

The  Notification,  as  it  would  be 
prepared  to  be  sent  to  Owner,  will  be 
forwarded  to  the  Office  of  Multifamily 
Housing  Management,  Headquarters,  by 
the  Field  Office,  as  follows: 

(a)  Identify  Deficiences  and 
Recommendations:  Loan  Management 
Branch  Chief: 

(1)  Coordinate  and  consolidate  all 
reviews,  responses  and 
recommendations  for  suggested 
revisions; 

(2)  Prepare  Notification  Letter, 


(3)  Alert  Desk  Officer  telephonically, 
in  Operations  Division  (Headquarters) 
of  deficiencies  and  forthcoming 
facsimile: 

(4)  Transmit  facsimile  of  Notification 
Letter  to  Headquarters,  Office  of 
Multifamily  Housing  Management, 
Operations  Division. 

Note:  Fax  must  be  sent  ASAP  but  NLT  45 
days  after  receipt  of  Owners  Plan. 

(b)  Obtain  Headquarters’  Response: 
Headquarters  will  respond  to  the  Field 
Office  as  follows: 

(1)  Desk  Officer  in  Operations 
Division  (Headquarters)  will  telephone 
response  to  Loan  Management  Branch; 

(2)  Written  Approval/Disapproval  of 
Notification  and  its  contents  will  be 
directed  to  Loan  Management  Branch 
Chief  via  facsimile. 

(c)  Notify  Owner 

Loan  Management  Branch  Chief 

Notify  Owner,  in  writing,  of  any 
deficiencies/revisions  (as  approved  by 
Headquarters). 

Note:  Notification  must  be  given  to  Owner 
NLT  60  days  after  receipt  of  Owner’s  Plan  of 
Action. 

Deficiency(s)  Notice  will  contain: 

(1)  Description  of  any  deficiencies 
wUch  prevent  the  Plan  of  Action  fi'om 
being  approved; 

(2)  Description  of  how  the  Plan  could 
be  revised  to  meet  the  criteria  for 
approval;  and 

(3)  Provision  that  Owner  should  be  in 
contact  to  negotiate  time  frame  for  any 
revision — that  time  clock  for  approval  is 
halted  with  this  Notice  until  further 
response  is  received. 

5.  Revisions  to  Owner’s  Plan  of 
Action:  Based  on  the  Notification  of 
Deficiencies,  the  Owner  may  revise  the 
Plan  of  Action.  This  is  necessary  before 
HUD  can  approve  or  disapprove  the 
Plan. 

The  Field  Office  and  the  Owner 
should  keep  in  close  contact  during  this 
period  of  time  to  ascertain  the  direction 
the  Owner  may  wish  to  take  and  what 
alternatives  are  available. 

There  is  no  limit  on  the  number  of 
times  that  a  Plan  may  be  revised: 
however,  it  will,  necessarily,  affect  the 
time  frame  for  an  approval  decision, 
accordingly. 

Loan  Management  Branch 

Upon  receipt  of  a  revised  Plan  of 
Action,  follow  the  procedure  as  outlined 
under  2.  through  4.  above,  in  the  same 
repeat  marmer. 

Be  sure  to  indicate  ail  actions  and 
dates  on  your  processing  log. 

e.  Notifiation  Procedure: 


Federal  Renter  /  VoL  53,  No.  217  /  WedHesday,  November  8,  1986  /  Notices 


Note:  NLT 180  days  after  receipt  of 
Owner's  Plan  of  Action  [longer  if  Owner 
requests  and/or  revisions  to  Plan  were 
necessary],  owner  will  be  notified  wbether 
Plan  is  approved. 

Loan  Management  Branch 

(1)  Forward  to  Headquarters, 
Attention:  Director.  Operations  Division; 

(H  Wan  of  Action; 

(ii}  Field  OfHce  Analysis,  supporting 
statements,  professional  analyses, 
apiMaisals,  etc.;  and 

(iii)  Field  Office  findings,  suggestions, 
recommendations. 

If  disapproval  is  recommended,  based 
on  findings  and  evaluations.  Field  Office 
will: 

(1)  Explain  and  describe  reasons;  and 

(ii)  Describe  actions  that  could  be 

taken  to  meet  the  criteria  for  approval; 

Forward  these  ASAP  but  NLT  150 
days  after  receipt  of  Owners  Plan. 
(Longer  if  actions  necessitated  return  to 
Owner  for  additional  work  or  revisions). 
Headquarters  will  review 
recommendations  and  respiond  to  Field 
Office  with  decision  for  approval  or 
disapproval,  etc. 

(2)  Obtain  Headquarters  Approval/ 
Disai^roval. 

(3)  Forward  Approval/Oisapproval  to 
Owner. 

All  executions  and  final  agreements 
will  be  made  at  the  Headquarters  level. 
Headquarters  may  instruct  Field  Office 
to  negotiate  with  Owners,  with 
appropriate  guidance,  on  a  case-by-case 
basis. 

Itemized  Time  Table 


Itemized  Time  Table— Continued 


Action  Start  Finish 

Notificatien  of 
Approval/ 

Disapproval: 

—findings  and  ASAP,  But .  NLT  150  days 

recommenda-  after  receipt 

tions  to  of  Plan  <or 

Headquarters.  longer  as 

required/ 
requested,  as 
in  revisionB, 
above). 

—findings  and  ASAP,  But . NLT  180  days 

Approval/  after  receipt 

Disapproval  of  Plan  (or 

to  Owner.  longer  as 

required/ 
requested,  as 
in  revisions, 
atiova). 


Note:  Create  log  lor  reoording  and  tracking  proc¬ 
essing  actons  and  tiros  frames.  This  is  an  irriportant 
process  and  one  which  wifi  become  part  of  the 
formal  “decision*'  package.  It  rs  important  that  HUD 
conduct  all  actions  within  the  time  frames  estab¬ 
lished  by  the  statute. 

Dear  Owner 

Re:  Owners  Wan  of  Action — ^Information  For 
Preparation  And  Submission. 

Pursuant  to  your  Notice  of  Intent  to  Prepay, 
this  will  provide  further  guidance  and 
information  that  HUD  requires  to  evaluate 
your  proposed  Plan  of  Action. 

Preparation  and  Submission.  An  original 
and  3  copies  of  your  Plan  of  Action  is 
required  to  be  submitted  to  your  local  HUD 
Field  Office  as  follows: 

U.S.  Department  of  Housing  and  Urban 
Development 

Attention:  Loan  Management  Branch  Chief 


You  may  also  submit  the  Plan  of  Action 
simultaneously  to  die  appropriate  State  or 
local  government.  If  you  do,  please  be 
advised  that  it  is  incumbent  upon  such  State 
or  local  government  to  consult  with 
representatives  of  the  tenants  of  the  housing 
in  its  review  of  the  Plan  of  Action. 

Contents.  Your  Plan  of  Action  must  include 
certain  descriptions,  data,  and  information  to 
meet  statutory  and  regulatoiy  mandates  and 
to  help  facilitate  HUD’s  review  and  approval 
of  an  acceptable  Plan. 

Based  on  the  contents  of  your  Plan,  HUD 
will  make  a  findingfs)  that  certain  conditions 
are  met,  agreements  made,  and  situations  are 
considered,  evaluated  and  suffident  in 
meeting  the  standards  and  criteria  for 
prepayment. 

The  standards  and  crileria  HUD  will  use  to 
evaluate  particular  findings  for  the  approval 
of  a  prepayment  involving  termination  of  all 
low-income  affordability  restrictions  are 
enclosed. 

In  addition,  included  is  a  list  of  various 
Federal  incentives  that  HLTD  is  authorized  to 
negotiate  for  those  projects  where  (1)  the 
Owner's  Plan  of  Action  involving  termination 
of  the  low-income  affordability  restrictions 
would  not  be  epprovabie,  or  (2)  the  Owner 
wishes  to  reconsider  prepayment,  involving 
termination,  for  incentives  to  maintain  the 


low  income  nature  of  the  project.  Such 
incentives  will  be  offered  only  if  la)  the 
property  bas  a  higher  and  better  use,  as 
determined  and  shown  in  the  Wan  of  Action, 
and  fb)  low-income  affordability  restrictions 
an  locked-in  ftn  die  remaining  term  of  the 
mortgage. 

HUD  wiU  approve  any  and  all  Wans  of 
Action  where  an  Owner  meets  the  criteria 
and,  where  all  standards  and  criteria  cannot 
be  met  to  negotiate  in  good  faith  efforts  to 
accommodate  our  mutual  needs  and 
considerations. 

I  look  forward  to  workiiig  with  you  in  a 
positive  and  creative  partnership  to  meet  the 
challenges  addressing  today's  housing  issues. 

Sincerely, 

Thomas  T.  Demery, 

Assistant  Secretary. 

Plan  of  Action 
Standards  and  Criteria 

A.  Contents:  TTie  Plan  of  Action  must 
include; 

(1)  Descriptions  of  proposed  changes 
in  the  statue  or  terms  of  the  mortgage  or 
the  regulatory  agreement  which  may 
include  a  request  for  incentives  to 
extend  the  low  income  use  of  the 
housing; 

(2)  Description  of  any  assistance  that 
could  be  provided  by  State  or  local 
government  agencies,  as  determined  by 
prior  consultation  between  the  owner 
and  the  agencies; 

(3)  Description  of  any  proposed 
changes  in  the  low-income  affordability 
restrictions; 

(4)  Description  of  any  proposed 
change  in  ownership  related  to  the  Plan 
of  Action  or  prepayment; 

(5)  An  assessment  of  the  effect  of  the 
proposed  changes  on  existing  tenants, 
i.e.,  rent  inCTeases,  relocation,  etc. 

If  an  Owner  plans  to  prepay,  the 
Owner  must  protect  the  existing  very 
low,  low,  and  moderate  income  tenants 
[in-place]  by  either 

(a)  relocating  all  such  tenants  to 
comparable  and  affordable  replacement 
housing  with  similar  rent  structures 
within  the  housing  market  area;  or 

(b)  protecting  the  low-income 
affordability  of  all  such  tenants  by 
maintaining  their  current  rent  structures, 
as  determined  by  the  program  economic 
criteria,  for  as  long  as  such  tenant(s) 
qualifies  under  such  economic  criteria. 

The  Plan  of  Action  must,  therefore, 
describe  the  type  of  protection  the 
Owner  plans  to  provide  the  tenants, 
how  he/ she  plans  to  go  about  it,  where 
the  replacement  housing  would  be, 
contracts,  agreements,  etc. 

(6)  A  statement  of  the  effect  of  the 
proposed  changes  on  the  supply  of 
housir^  affordable  to  low  and  very  low- 
income  families  in  the  community  within 


Action  Start  Rnish 

Recording  and  With  receipt  ol  Continues 
Tracking  Log.  complele  through  final 

Ran  ol  approval/ 

Action  from  disapproval 

Owner.  action  tmd 

response 
back  to 
Owner. 

Notification  of 
Deficiencies: 


—to  ASAP.  But .  NLT  45  days 

Headquarters.  after  receipt 

of  Plan  (each 
time). 

—to  Owner .  ASAP.  But .  NLT  60  days 

after  receipt 
of  Plan  (each 
time). 

Revisions  to  This  time  required  for  revisions 
Plan  (as  to  Plan  is  negotiated  with 

required  by  Owner,  BUT  understand  until 

HUD  or  such  revised  Ran  is  re-sub- 

Owner).  mitted  to  HUD,  the  clock 

stops  (each  time). 
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which  the  housing  is  located  and  in  the 
housing  market  area  that  the  housing 
could  reasonably  be  expected  to  serve, 
i.e.,  percentage  of  assisted  housing  the 
project  represents  to  the  total  assisted 
housing  in  the  market  area  and/or 
percentage  of  housing  stock  of  similar 
rental  structure  this  housing  represents 
in  the  market  area. 

(7)  An  independent  market  analysis  or 
appraisal,  providing  unsubsidized  4 
market  information  sufficient  in  scope  to 
allow  HUD  to  determine  market  rents 
and  value  and  market  needs  in  the  area 
for  both  market  and  below  market 
tenants  and  equity  of  property.  Such 
appraisal  shall  include,  as  a  minimum, 
the  following: 

(a)  Project  identification  and 
information  [Complete  attached  Form 
HUD-92013,  page  1.]; 

(b)  A  map  showing  the  location  of  the 
project  and  accompanying  demographic 
data,  including: 

•  Racial  composition  of  the  census 
tract  in  which  project  is  located; 

•  Income  composition  of  the  census 
tract  in  which  project  is  located; 

•  Employment  and  employment 
opportunities  in  the  neighborhood, 
community  and  market  area, 

•  Neighborhood  condition  and 
characteristics,  including  type 
(residential,  commercial,  industrial, 
etc.); 

(c)  Description  of  the  current 
condition  in  the  overall  market  for 
unassisted  rental  housing  in  the 
community  and  the  market  area, 
including: 

•  Types  of  other  rental  housing 
available; 

•  Description  and  number  of  units 
and  current  vacancy  rates; 

•  Size  and  description  of  waiting  lists; 
and 

•  Description  of  comparable  rents; 

(d)  Description  of  the  current 
condition  of  assisted  rental  housing  in 
the  community  and  the  market  area, 
including: 

•  Description  and  number  of  units 
and  current  vacancy  rates  (Section  8, 
Public  Housing,  etc.); 

•  Size  and  description  of  waiting  list; 
and 

•  Description  of  comparable  rents. 

(e)  Description  and  data  of  project 
tenancy,  including: 

•  Race/ethnicity  and  gender  of 
household  head  composition  of  the 
project,  as  of  the  date  of  the  prepayment 
request; 

•  Designation  of  the  project  (elderly 
or  nonelderly); 

•  Income  composition  of  project 
tenants  as  of  the  date  of  the  prepayment 
request  broken  down  as  follows: 

Very  low  (50%  or  below  of  median] 


Low  (SO/80%  of  median] 

Moderate  (80/90%  of  median] 

Market  (95%  or  above  median] 

•  Place/location  of  employment  of 
project  tenants; 

•  Occupancy  rate  of  the  project  as  of 
January  1, 1987,  broken  down  as  follows: 
Very  low  (50%  or  below  of  median) 

Low  (50/80%  of  median] 

Moderate  (80/90%  of  median] 

Market  (95%  or  above  median] 

•  Rent  roll,  unit-by-unit  (Complete 
Format  attached] 

(f)  Description  and  physical  condition 
of  the  Property; 

(g)  Description  and  financial  condition 
of  the  Property: 

•  Existing  First  Mortgage  Information 
— Mortgage  Balance 

— Interest  Rate 

— Monthly  Mortgage  Payments  to 
Principal  and  Interest 
— Monthly  Payment  to  MIP 
— Maturity  date  of  the  Mortgage 

•  Existing  second  mortgages,  subsidy. 
Flexible  Subsidy,  Grants,  or  financial 
loans/contracts  or  other  financial  liens/ 
encumbrances — 

— Outstanding  Balance(s) 

— Interest  Ratejs) 

— Monthly  Payments  to  Principal  and 
Interest 

— ^Maturity  or  Expiration  date  of  loan/ 
grant/contract  term 

(h)  The  estimated  fair  market  value, 
based  on  the  project  being  maintained 
as  residential  rental  housing,  as  of  the 
date  of  the  prepayment  request. 

(i)  The  estimated  fair  market  value, 
based  on  the  property’s  highest  and  best 
use. 

Important. — ^The  independent  analysis 
or  appraisal  incorporating  the 
information  requested  under  7]  above,  is 
to  be  conducted  and  provided  by  £m 
independent,  qualified  professional, 
recognized  by  the  real  estate  appraisal 
industry.  It  is  to  be  included  in  the 
Owner's  Plan  of  Action,  but  packaged 
separately  and  discreetly  from  the  other 
requested  contents,  and  signed,  certified 
and  dated  by  the  Appraiser. 

The  Owner  should  also  make  the 
Appraiser  aware  that,  in  the  case  of 
litigation  involving  the  information 
contained  in  the  market  analysis  or 
appraisal,  the  Appraiser  may  be  called 
upon  as  an  expert  witness  on  behalf  of 
the  Department  in  any  such  litigation  or 
court  action  emanating  from  any  of  the 
information  supplied  in  the  market 
analysis/ appraisal. 

The  cost  of  the  appraisal  will  be 
approved  by  HUD  as  a  project  expense 
if  the  ultimate  result  of  the  Plan  of 
Action  extends  the  low-income 
character  of  the  project  for  the 
remaining  term  of  the  mortgage. 


(8)  Copies  of  Project  Operating 
Statements  (Forms  HUD--92410)  for  last 
three  (3)  years; 

(9)  Description  of  any  outstanding 
findings  of  noncompliance  with  Title 
VIII  of  the  Civil  Ri^ts  Act  of  1968;  Title 
VI  of  the  Civil  Rights  Acts  of  1964; 
Executive  Order  11063;  or  with  respect 
to  the  project  Regulatory  Agreement. 

(1)  Any  other  information  which 
would  enable  the  Owner  to  show  and 
demonstrate  that  the  legislatively 
mandated  criteria  can  be  met. 

B.  Approval  of  a  Plan  of  Action  that 
involves  termination  of  low-income 
affordability  restrictions: 

Based  on  the  content  of  the  Plan  of 
Action,  HUD  must  make  findings  that 
certain  conditions  and  situations  are 
considered  and  evaluated.  A  Plan  of 
Action  involving  termination  of  low- 
income  affordability  restrictions  must 
meet  the  following  tests  before 
prepayment  can  be  approved: 

(a)  Implementation  of  the  Plan  of 
Action  will  not  materially  increase 
economic  hardship  for  current  very  low- 
income,  low-income  and  moderate 
income  tenants  or  involuntarily  displace 
ciirrent  very  low-income,  low-income 
and  moderate  income  tenants  (except 
for  good  cause]  where  comparable  and 
affordable  housing  is  not  readily 
available.  The  owner  will  agree  to 
execute  and  allow  the  recordation  of  use 
agreements  to  safeguard  current  tenants 
against  such  adverse  effects.  The  Plan  of 
Action  generally  will  not  be  considered 
materially  to  increase  economic 
hardship  for  current  tenants  if: 

(1)  In  the  case  of  a  project  that  is  to  be 
converted  to  cooperative  or 
condominium  ownership,  very  low- 
income,  low-income  and  moderate 
income  tenants  who  are  unable  or 
unwilling  to  purchase  cooperative 
shares  or  condominium  units: 

•  Are  provided  relocation  assistance 
sufficient  to  secure  adequate, 
comparable  replacement  housing  at 
rentals  not  exceeding  the  levels  set  forth 
in  paragraph  (a](2]  of  this  section,  or 

•  Are  allowed  to  remain  as  tenants, 
paying  rents  not  exceeding  such  levels; 
and 

(2)  In  the  case  of  a  project  which  will 
continue  as  rental  housing,  the 
Commissioner  determines  that 
comparable  and  affordable  replacement 
housing  is  available  in  the  community 
and  that  tenants  will  be  provided 
reasonable  relocation  assistance. 

If  the  Commissioner  determines  that 
comparable  and  affordable  replacement 
housing  is  not  available,  a  material 
increase  in  economic  hardship  will  not 
occur  when  rent  contributions  for 
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current  tenants  do  not  exceed  the 
following  percentages: 

•  30  percent  of  50  percent  of  median 
areas  income,  adjusted  by  family  size, 
for  tenants  who  are  very  low  income 
tenants  at  the  time  of  the  increase, 

•  30  percent  of  80  percent  of  median 
area  income,  adjusted  by  family  size,  by 
tenants  who  are  low  income  tenants  at 
the  time  of  the  increase,  and 

•  30  percent  of  95  percent  of  median 
area  income,  adjusted  by  family  size,  for 
tenants  who  are  moderate  income 
tenants  at  the  time  of  the  increase. 

The  Commissioner  may  require  that 
increases  in  rents  for  some  or  all  of  the 
such  current  tenants  (except  for 
increases  made  necessary  by  increased 
operating  costs]  allowed  under  this 
paragraph  be  phased  in  gradually;  and 
(b)(1)  The  supply  of  vacant, 
comparable  housing  is  sufficient  to 
ensure  that  the  prepayment  will  not 
materially  affect; 

(1)  The  availability  of  decent,  safe  and 
sanitary  housing  affordable  to  low- 
income  and  very  low-income  families  in 
the  area  that  the  housing  could 
reasonably  be  expected  to  serve; 

(ii)  The  ability  of  lower  income  and 
very  low-income  families  to  find  decent, 
safe  and  sanitary  housing  near 
employment  opportunities;  or 

(iii)  The  housing  opportunities  of 
minorities  in  the  community  within 
which  the  housing  is  located;  or 

(2)  The  Plan  of  Action  has  been 
approved  by  the  appropriate  State 
agency  and  any  appropriate  local 
government  agency  for  the  jurisdiction 
in  which  the  housing  is  located  as  being 
in  accordance  with  a  State  strategy 
approved  by  the  Commissioner. 

It  is  incumbent  upon  the  Owner  to 
prepare  the  Plan  of  Action  in  such 
manner  as  to  show  and  demonstrate 
that  these  findings  are  met. 

C.  Plan  of  Action  involving 
prepayment  with  Restrictions: 

Plans  of  Action  not  meeting  the 
standards  and  findings  under  B., 
involving  termination  of  low-income 
affordability  restrictions,  may  be 
considered  for  prepayment  with 
restrictions.  Each  such  Plan  will  be 
evaluated  on  its  own  merits  and  on  a 
case-by-case  basis,  through  negotiations 
between  the  Owner  and  HUD. 

An  example  of  such  a  situation  might 
be  where,  through  restrictive,  binding 
agreements,  such  housing  would  be 
maintained  as  housing  for  the  very  low- 
income,  low-income,  and  moderate 
income  tenants  for  a  designated  time 
into  the  future,  notwithstanding  a 
prepayment  of  the  current,  existing 
mortgage.  In  this  case,  all  low-income 
affordability  restrictions  would  not  be 
terminated,  tenants  (current  and  future) 


would  be  protected,  and  such  a 
prepayment  would  not  materially  affect 
the  supply  of  decent,  safe  and  sanitary 
housing  available  to  such  tenants. 

Plans  of  Actions  involving 
prepayment  with  restrictions  shall 
clearly  and  definitively  describe  and 
demonstrate  the  manner  and 
wherewithal!  to  accommodate  the 
legislative  mandates,  i.e.,  conventional 
financing.  State  or  local  agency  financial 
intervention,  the  Low-income  Tax  Credit 
Program,  etc. 

Use  Restrictions  would  be  set  forth  in 
a  document  that  would  (1)  be  recorded 
in  the  appropriate  land  records,  (2)  have 
priority  over  all  mortgage  liens,  and  (3) 
be  enforceable  by  HUD  [and  existing 
and,  if  applicable,  potential  tenants). 

D.  Incentives  to  Extend  Low-Income 
Use: 

Where  Plans  of  Action  providing  for 
prepayment  of  the  mortgage  cannot  be 
approved,  or  where  an  Owner  might  be 
induced  to  extend  the  low-income  use  of 
the  project,  (within  certain  market 
areas)  HUD  may  agree  to  provide  one  or 
more  Federal  incentives,  if  such 
incentive(s)  are  determined  to  be 
warranted  in  order  to  achieve  the 
purposes  of  the  legislation. 

Note:  such  incentives  will  be  offered  only  if 
(a)  the  property  has  a  higher  and  better  use, 
as  determined  and  shown  in  the  Plan  of 
Action,  and  (b)  low-income  affordability 
restrictions  are  locked-in  for  the  remaining 
term  of  the  mortgage. 

Incentives  to  Extend  Low-Income  Use, 
the  specific  incentives  available,  and 
individual  procedures  and  step-by-step 
instructions  for  processing,  are  covered 
and  detailed  in  Exhibit  6,  published 
under  separate  cover.  The  incentives 
and  the  probable  order  in  which  HUD 
will  consider  such  incentives  are  briefly 
set  forth  here,  as  follows: 

(1)  Increased  access  to  residual 
receipts  funds;  For  those  projects  in 
good  physical  condition,  HUD  will 
consider  releasing  all  or  a  portion  of  the 
projects  residual  receipts  funds. 

Access  to  the  Reserve  for 
Replacement  funds  will  not  be 
entertained  as  a  possible  inducement 
given  that  the  General  Accounting 
Office,  the  Office  of  Inspector  General 
and  HUD  audits  and  reviews  all  have 
consistently  found  that  the  Reserve  for 
Replacement  funds  do  not  have 
excessive  balances  to  cover  project 
needs. 

(2)  Revisions  to  the  method  of 
calculating  equity:  HUD  may  consider 
revising  the  method  of  calculating  equity 
based  on  the  new  appraised  value  as 
residential  rental  housing,  minus  the 
total  outstanding  financial  debt  and 
encumbrances,  to  arrive  at  a  new  equity 


based  on  which  the  six  percent  rate  of 
return  on  equity  is  applied. 

(3)  Prevision  of  insurance  for  an 
equity  loan,  HUD  may  approve  and 
insure  an  Equity  Loan  under  section 
241(f).  The  Owner  would  be  required  to 
seek  out  a  mortgagee  to  submit  an 
application  for  processing,  and  such 
processing  and  loan  approval  would  be 
carried  out  in  a  pro  forma  manner. 

(4)  Provision  of  Flexible  Subsidy 
assistance;  To  provide  financial 
assistance  under  the  Flexible  Subsidy 
Program  in  order  to  cure  financial 
difficulties  and/ or  to  fund  deferred 
maintenance  needs  or  the  provision  of 
capital  improvements  for  the  project. 

Though  the  legislative  and  regulation 
provisions  covering  prepayment  include 
capital  improvement  loans  as  a  possible 
incentive,  the  Department  does  not  plan 
to  implement  the  Capital  Improvements 
Loan  Program  at  this  time.  However,  the 
need  for  capital  improvements  can  be 
met  through  the  Flexible  Subsidy 
Program  as  stated  above. 

(5)  An  increase  in  the  allowable 
distributions,  or  other  measures  to 
increase  the  rate  of  return;  Increasing 
the  allowable  distribution  by  increasing 
the  current  six  percent  rate  to  some 
higher  agreed  upon  amount. 

(6)  An  increase  in  the  rents  permitted 
under  an  existing  Section  8  Contract. 

Section  8,  in  and  of  itself,  is  not  a  real 
inducement  not  to  prepay,  but  a  funding 
mechanism  to  make  it  possible  for  the 
Owner  to  collect  rents  from  those 
tenants  whose  30  percent  of  income 
would  not  meet  the  approved  rent. 
Therefore,  on  a  case-by-case  basis, 
subject  to  Appropriations  Act  funding, 
the  Department  would  consider 
providing  some  form  of  Section  8 
assistance  for  those  particular  tenants. 

E.  Submission  of  the  Plan  of  Action: 

The  Plan  of  Action  should  be 
submitted  to  HUD  only  upon  completion 
of  all  required  information.  It  should 
meet  the  requirements  in  such  a  manner 
as  to  show  and  demonstrate,  as 
thoroughly  and  accurately  as  possible, 
how  the  legislative  and  regulatory 
mandates  are  met.  Any  and  all  portions 
of  the  plan  involving  participation  or 
involvement  by  third  parties  shall  be 
endorsed,  certified  or  otherwise  verified 
or  signed,  as  appropriate.  Specifically, 
the  market  analysis  or  appraisal  must  be 
signed  and  dated  by  a  recognized 
Appraiser. 

Finally,  the  completed  package  must 
be  dated  and  signed  by  the  Project 
Owner  of  Record  (General  Partner)  and 
submitted  in  triplicate  to  the  HUD  Office 
in  the  jurisdiction  of  the  subject  housing 
project. 
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For  Each  Project  Where  Project  Owner 
Submits  a  Plan  of  Action 

(1)  Complete  the  following  sections  of 
the  front  page  of  Form  HUD-92013, 
attached; 

(a)  Section  A,  all 

(b)  Section  C,  all 

(c)  Section  D,  blocks  7  through  12 

(d)  Section  E,  all 

(e)  Section  F,  all  (including  F-1) 

(2)  Complete  Information  for  Project 
Rent  Roll,  unit-by-unit,  Format  attached. 
(Two  separate  forms] 

(3)  Submit  completed  Form  HUD- 
92013  and  Rent  Roll  Formats  with,  and 
as  part  of.  The  Plan  of  Action. 
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U  S.  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
HOUSING-FEDERAL  HOUSING  COMMISSIONER 

APPLICATION  FOR  MULTIFAMILY  HOUSING  PROJECT 


Bsisr 


2  HUD  Proiaci  Numbar 
f  Monyaga  /na.  or  Sac.  J02I 


3.  HUO  Pn>iact  Numbar 
raaction  Bl 


TO:  TIm  AmtMit  Sacralafv  for  Houauig-Fotoral  Housing  CociwnBiioiMr:  Application  is  being  nrwde  punuant  to  Item  (a):  CD  1,  QS,  QS 
of  Section  M,  Page  3  hereof.  The  undersigned  dcsire(s)  to  participate,  witn  respect  to  the  Property  end  Progrsm(s)  described  below.  Therefore, 
it  is  requested  that  you  give  oocaideration  to  the  information  presented  herein,  for  the  purpose  of  loanim  and/or  approving; 

O Mongaga  Inauiefics:  Section; _  Mortgagor:  Opm  (ZInP  OlO  Ob-S  Other 

ria  rasatiility  I  attar  fflaftafi  t  O  Oirset  Loan  Section  202  Firtancing:  CD  Conaantional  CD  GNMA  Osond  CD  State  Agency 

O a  SAMA  Lattar /Maw  Osnat./  CDHouting  Asst.  Pyrruns.  Sac.  8  Otbar _ _ _ 

□  a  Conditionel  Commionant  □ePretiminarv  Hopoaal  Mon^ga/U»an  Atttount:  t _ 

□  sFirmCommitmant  □  a  Final  Propoael  Intaraal  Rata:  Parmanant _ *  Construction _ % 


Ue-s  oth«T _ 

Q  GNMA  Q  Bond  O  St*t*  Aotney 


4.  Stata  and  ZIP  Coda 


S.  Congressional  Oist. 


It.  Typeof  BuNdinss:  CDEIsweor  CDwMkup 

CD  Row  (T.H.)  n  Datadtad  O  SamhOatachad 


18.  Structural  System  1 16.  Floor  Systant 


8.No.  of  g.Liat  Accaaaory  Buildings  10.  Lin  Racraetion  Facilities 
Buildings 

Area  $q.  Ft.  Area  Sq.  Ft. 


12.  No. of  Storias  11  No. of  Elanataia  lA.Typaof  Fouiulation:  CDSMbonGrada 

□  crawl  ^aaca  □  Partial  Bamt.  □  Full  Batamant 


|t7.  Eatsrior  Fmidi  |18.  Heating  System  |19.Air  CondHionineSystsm 


3.  Numbar  of  Partdng  Spacas 

□  Attandad 

□  SsHPeib 


Area  Ground  Laval. 
Odiar  Leans _ 


A  Parking  araf  Other  hwoma  (Not  Includml  in  Aantf 

Opan%aeat _  •$ _ par  month -8  _ 

Ciwaiail  ^acas _ •  8 _  par  month  •  $ 

LaurMry _  Sq.  Fl  or  Living  Units  • _ par  month  •  S 

Olhn _  par  month -8 _ 

TOTAL  ANCILLARY  INCOhlE  8 


_  sq.  IL  •  8 _  par  sq.  ft.Anonth  •  8 _ 

_ aq.  ft.  •  8 _ par  sq.  It.Mionth  -  8  _  TOTAL  COMMERCIAL  8 


TOTAL  ESTHNATEO  MONTHLY  OR068  INCOME  AT  100  PERCENT  OCCUPANCY 


Stfvictt: 

Gas  1 

□  Haat 

□ 

□  hoi  Water 

□ 

□  cooking 

□ 

□  Air  conditioning 

□  Lights,  ale.,  in  Units 

□ 

□  coM  Water 

□  other 

□  Parki 

PERSONAL  BENEFIT  EXPENSES  fPdfi. 
Chock  Utilitiaa  and  Sarvicas  Not  Indudad  in  the 
Ram  and  Paid  Oiracily  by  the  Tarwm. 

□  Elactricitv  Q  Heating 

□  Oocorating  □  Repairs  □  Water 
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Rent  Roll  Format— Information  on  Tenant  Income  and  Rent  on  hand  at  the  Project  as  of  Date  of  Appraisal 


A 

B 

C 

D 

F 

G 

H 

1 

J 

K 

L 

M 

Project 

Name: 

Proiect 

Number 

Unit 

No.. 

Tenant 

Name. 

1 

Tenant 

Adi. 

Income. 

1 

Personal 

Benefit 

Ex¬ 

pense. 

I 

LMSA 

Section 

8. 

Total  Rent 
Actually. 

30 

Percent 

of 

Adiust- 

ed 

Income. 

ExisUng 

FMR. 

Market 

Rent  by 
Com¬ 
parison. 

LowrestOI 

Cols. 

UXL 

I  Rent  Roll  Format— Information  on  Tenant  Income  and  Rent  on  hartd  at  the  Project  on  January  1, 1987 


A 

C 

D 

E 

F 

G 

H 

1 

J 

K 

L 

M 

Project 

Name: 

Project 

Number. 

Unit 

No.. 

Tenant 

Name. 

B 

Tenant 

A(4. 

Irxxxne. 

1 

Personal 

Benefit 

Ex¬ 

pense. 

I 

LMSA 

Section 

8. 

Total  Rent 
Actually. 

30 

Percent 

of 

Accost¬ 

ed 

Inccxne. 

Existing 

FMR. 

1 

Market 

Rent  by 
Com¬ 
parison. 

LoivestOf 

Cols. 

U.K4- 
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